
EMBASSY OF THE REPUBLIC OF KOREA

WASHINGTON. D. C.

February 7, 1997

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

DOCKEr FILE COpy ORIGINAL

Re: International Settlement Rates, Notice of Proposed
Rulemaking, IB Docket No. 96-261

Dear Mr. Caton:

Enclosed for filing in the above-captioned matter are the original and
five copies of a letter from the Government of the Republic of Korea commenting on
the FCC's international settlement rates proposal.

Thank you for your attention to this matter.

Sincerely,

H~· Ct{~u
Chun-Koo Hahn
Communications Counselor
The Embassy of the Republic of Korea

Enclosure



EMBASSY OF THE REPUBLIC OF KOREA

WASHINGTON, D. C.

February 7, 1997

The Honorable Reed Hundt
Chairman
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

Re: International Settlement Rates, Notice of Proposed Rulemaking,
IB Docket No. 96-261

Dear Chairman Hundt:

On December 19, 1996, the Federal Communications Commission ("FCC" or
"Commission") issued a Notice of Proposed Rulemaking ("NPRM") in which it proposed
unilaterally to lower international accounting and settlement rates for international calls by
reducing the Commission's so-called "benchmark" rates -- the target ceilings for the prices
that V. S. carriers pay foreign carriers for terminating V. S.-originated calls in their countries.
The Republic of Korea is of the view that, given its clear multilateral nature, reform of the
international accounting rate system must be addressed through a multilateral forum
specializing in telecommunications, such as the International Telecommunications Vnion
("lTV"), rather than the Vnited States attempting to resolve the issue through the force of a
unilateral measure.

Since 1990, Korea has steadily introduced competition into the Korean
telecommunications marketplace and has implemented a series of market deregulation
measures, in order to enhance the efficiency and growth potential of the Korean economy by
exploiting the rapid development of information and telecommunications technologies. As
the international telecommunications service market has become increasingly liberalized,
many lTV signatory countries are in agreement that the international accounting rate system,
which the lTV has traditionally administered, needs to be revamped. In this respect, Korea,
along with other lTD signatories, has made efforts to adjust accounting rates in accordance
with the spirit and the relevant recommendations of the lTD.

While the recent FCC proposal concerning accounting rates is believed to be
intended to achieve these lTV recommendations expeditiously, it should be mentioned that
the FCC's analysis of the reasons for the V. S. settlement deficit appears to be incorrect in
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many respects: (i) the enforcement approach in the proposal would undermine the future role
of the ITU in international telecommunications; and (ii) the unilateral approach in the NPRM
interferes with the sovereignty of other nations. For these reasons, the Republic of Korea
finds the FCC's proposal to be unacceptable.

First, the FCC points to the current accounting rates as the main reason for the
U.S. settlement deficit, and, on this basis, it aggressively pursues a policy of dramatically
lowering rates. However, the FCC approach of blaming the U.S. deficit primarily on
accounting rates is seriously flawed, in that it ignores the realities surrounding the deficit,
and can be viewed as an attempt to divert the United States' problems to other countries. In
fact, the increasing U. S. settlement deficit should be attributed to the rapid increase in U. S.
originating traffic, which results from (1) the high income elasticity of international telephone
services, coupled with the high level of development and the large telephone subscriber base
in the United States; (2) the proliferation of various types of reverse-charged international
services; (3) the development of alternative telecommunications technologies; and (4) the
large and increasing immigrant population in the United States. The increasing U.S. deficit,
therefore, should be understood to be an inevitable cost that U. S. carriers should willingly
bear as a side effect of the increase in their revenues resulting from technological superiority
and traffic growth. It is only natural in a business that cost factors increase as revenues
grow.

Second, and more importantly, the one-sided approach adopted by the FCC's
NPRM would pose a great danger of compromising the spirit of the ITU, in that the proposal
envisions unilaterally setting benchmark rates and imposing these rates on other countries.
As you are aware, Article 47 of the lTV's International Telecommunications Regulations
expressly provides that international accounting rates should be established and revised
through operating agreements between international telecommunications operators. Even if
the benchmark rates proposed by the FCC at this time are consistent with the ITU's principle
of cost-oriented pricing and the ITU's efforts to reform the accounting rate system, if one
country attempts to enforce this desirable principle in a unilateral fashion, such an attempt
will certainly threaten the very viability of the ITU's multilateral accounting rate system,
which is based on operating agreements between international carriers, and will undermine
the ITU's own efforts to reduce accounting rates. The ITU system has long been the
backbone regime for international telecommunications services, and any major challenge to
the viability of the system could have major negative repercussions in the international
telecommunications community.

In conclusion, the Korean Government does not object to the U.S.
Government's desire to reduce accounting rates, but is of the view that such efforts cannot
and should not be made unilaterally. Rather, it is advisable that such efforts be made in a
multilateral manner through the ITU, which has long been responsible for accounting rate



issues, or the WTO. The Korean Government is prepared to work with other countries
through the ITU and other appropriate multilateral forums to revamp the international
accounting rate system, and recommends that the United States join in these multilateral
efforts.

Respectfully submitted,

Jj·£iZv\. (' . J(o't
C un-Koo Hahn
Communications Counselor
The Embassy of the Republic of Korea
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